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the Court to dismiss the bankruptcy
proceedings.

§ 266.120 Actions for which sanctions
may be imposed.

Results of monitoring or other re-
views may serve as the basis for the
Commissioner’s imposing sanctions on
the HFA. Violations for which sanc-
tions may be imposed include, but are
not limited to:

(a) Commission of fraud or making a
material misrepresentation by the
HFA with respect to any mortgage in-
sured or to any other matter under this
part.

(b) Assignment or transfer of interest
in any insured mortgage not in accord
with the requirements of this part.

(c) Engagement in business practices
that do not conform to generally ac-
cepted practices of prudent lenders or
that demonstrate irresponsibility.

(d) Actions or conduct for which
sanctions may be imposed against the
HFA by HUD’s Mortgagee Review
Board under 24 CFR 25.9.

(e) Failure to:
(1) Reveal in its application for par-

ticipation in the program all the infor-
mation required by this part;

(2) Notify HUD in a timely manner of
any pending or actual changes that
would adversely affect HFA operations
or financial status;

(3) Comply with all eligibility re-
quirements for participation in the
program;

(4) Issue debentures in the event of
an initial claim payment by HUD, or to
reimburse HUD for payment of a claim;

(5) Maintain its top tier designation
or overall rating of ‘‘A’’ on general ob-
ligation bonds (or if such designation
or rating is lost, comply with para-
graph (e)(6) of this section);

(6) Establish and maintain a dedi-
cated account, if required, or meet
other financial obligations under this
program;

(7) Perform underwriting, insurance
of advances, cost certification, man-
agement, servicing or property disposi-
tion functions in a prudent and accept-
able manner based on the standards in-
corporated by reference into the Risk-
sharing Agreement;

(8) Submit financial and other re-
ports required by this part;

(9) Comply with any regulatory re-
quirement or with the Risk-Sharing
Agreement;

(10) Maintain any other standards
HUD may establish for participation in
this program;

(11) Enforce the regulatory agree-
ment provisions with respect to indi-
vidual projects;

(12) Maintain a default ratio accept-
able to HUD relative to the HFA’s own
portfolio and the defaults experienced
under this part by other program par-
ticipants;

(13) Consider adequately special risk
circumstances without compensating
for the higher risks of such trans-
actions (e.g., high loan-to-value ratios
in areas with high vacancy or default
rates); or

(14) Remit mortgage insurance pre-
miums on a timely basis or failure to
refund or credit mortgagor’s accounts
with overpaid mortgage insurance pre-
miums.

§ 266.125 Scope and nature of sanc-
tions.

(a) Actions by Designated Office. De-
pending on the nature and extent of
the noncompliance with the require-
ments of this part, the Designated Of-
fice may take any of the following ac-
tions:

(1) Require that the HFA execute a
trust agreement, establish a trust ac-
count in accordance with such agree-
ment, and fund such account which
may be drawn upon by HUD for pur-
poses of meeting the HFA’s risk-shar-
ing obligations;

(2) Require the HFA to assume a
higher portion of risk for the subject
and future mortgages;

(3) Recommend to the Commissioner
that the HFA be required to contract
its loan servicing or property disposi-
tion functions to a third party;

(4) Recommend to the Commissioner
that the mortgage insurance be termi-
nated in cases of fraud or material mis-
representation by the HFA, or transfer
of interest in an insured mortgage or
assignment of the mortgage not in ac-
cord with the requirements of this
part;
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